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VETERANS  HEALTH  CARE  DEMONSTRATION  PROJECT 


August  4,  1992. — Ordered  to  be  printed 


Mr.  Montgomery,  from  the  Committee  on  Veterans'  Affairs, 
submitted  the  following 

REPORT 

[To  accompany  H.R.  5263  which  on  May  26,  1992,  was  referred  jointly  to  the  Com- 
mittee on  Veterans  Affairs,  the  Committee  on  Ways  and  Means,  and  the  Commit- 
tee on  Energy  and  Commerce] 

[Including  cost  estimate  of  the  Congressional  Budget  Office] 

The  Committee  on  Veterans'  Affairs,  to  whom  was  referred  the 
bill  (H.R.  5263)  to  authorize  the  Secretary  of  Veterans  Affairs  to 
conduct  a  demonstration  project  to  determine  the  cost-effectiveness 
of  certain  health-care  authorities,  having  considered  the  same,  re- 
ports favorably  thereon,  by  unanimous  voice  vote,  without  amend- 
ment, and  recommends  that  the  bill  do  pass. 

Introduction 

On  April  29,  1992,  the  Subcommittee  on  Hospitals  and  Health 
Care  held  a  hearing  on  a  legislative  proposal  which  subsequently 
was  introduced  as  H.R.  5263. 

Testimony  was  received  from  Dr.  James  W.  Holsinger,  Chief 
Medical  Director,  Department  of  Veterans  Affairs;  Dr.  Jack  O. 
Lanier,  Principal  Assistant  Secretary  of  Defense  for  Health  Affairs; 
Mr.  James  A.  Christian,  Director  of  the  VA  Medical  Center,  Ashe- 
ville,  NC;  Mr.  Frank  Buxton,  Deputy  Director,  National  Veterans 
Affairs  and  Rehabilitation  Commission,  The  American  Legion;  Mr. 
Robert  Skornik,  Associate  Legislative  Director,  Paralyzed  Veterans 
of  America;  Mr.  Dennis  Cullinan,  Assistant  Director,  National  Leg- 
islative Service,  Veterans  of  Foreign  Wars;  Mr.  Michael  F.  Brinck, 
National  Legislative  Director,  AMVETS;  Mr.  David  W.  Gorman, 
Assistant  National  Legislative  Director  for  Medical  Affairs,  Dis- 
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abled  American  Veterans;  Mr.  Tom  Miller,  Director,  Governmental 
and  Community  Relations,  Blinded  Veterans  Association;  Col. 
Frank  G.  Rohrbough,  Deputy  Director  of  Government  Relations, 
The  Retired  Officers  Association;  Col.  Charles  Partridge,  Legisla- 
tive Counsel,  National  Association  for  Uniformed  Services;  and, 
Col.  Erik  G.  Johnson,  Director  of  Legislative  Affairs,  Association  of 
the  U.  S.  Army. 

On  May  20,  1992,  the  Subcommittee  recommended  H.R.  5263  to 
the  full  Committee  and  on  May  28,  the  full  Committee  ordered 
H.R.  5263  reported  to  the  House. 

Summary  of  the  Reported  Bill 

H.  R.  5263  would: 

I.  Require  the  Secretary  of  Veterans  Affairs,  during  the  period 
through  September  30,  1995,  to  conduct  a  demonstration  project  at 
three  to  seven  sites  under  which  VA  would  be  reimbursed  by  Medi- 
care for  hospital  care  and  medical  services  provided  to  certain 
dual-eligible  persons  (Medicare-eligible  * 'non-mandatory  care"  vet- 
erans as  well  as  Medicare-eligible  military  retirees  and  dependents) 
who  are  generally  not  able  to  gain  access  for  care  in  VA  treatment 
facilities  on  the  basis  of  their  relative  priority  for  VA  care. 

2.  Provide  that  the  VA  sites  selected  for  the  demonstration 
project  be  in  locations  where  DOD  medical  facilities  are  scheduled 
for  closure  and  where  the  VA  could  expand  the  services  provided 
at  one  or  more  of  its  medical  facilities  to  serve  additional  benefici- 
aries, and  that  the  VA  Medical  Center  must  be  accredited  by  the 
Joint  Commission  on  the  Accreditation  of  Healthcare  Organiza- 
tions. 

3.  Require  that  the  Secretary  shall  select  at  least  two  facilities  in 
geographic  locations  where  the  Secretary  (a)  operates  a  medical 
center  in  reasonable  proximity  to  a  DOD  medical  facility  that  has 
been,  or  will  be,  closed,  and  (b)  has  within  five  years  before  the 
date  of  enactment  of  this  Act  opened  an  outpatient  clinic  under  the 
direction  of  the  Medical  Center,  and  shall  select  at  least  one  facili- 
ty in  a  State  in  which  care  to  beneficiaries  under  the  CHAMPUS 
program  is  provided  through  the  CHAMPUS  Reform  Initiative. 

4.  Require  that  the  Secretary  consult  with  the  veterans  service 
organizations  and  the  Committees  on  Veterans  Affairs  of  the 
House  and  Senate  in  designing  and  carrying  out  the  demonstration 
project. 

5.  Provide  that  Medicare  reimbursement  to  the  VA  shall  be  paid 
in  accordance  with  a  methodology  agreed  upon  by  the  Secretary  of 
Veterans  Affairs  and  the  Secretary  of  Health  and  Human  Services 
which  provides  (1)  appropriate  flexibility  to  the  directors  of  the 
medical  centers  participating  in  the  demonstration  project  to  take 
into  account  local  conditions  and  needs  and  the  actual  costs  to  the 
facility,  and  (2)  an  overall  reimbursement  applicable  to  each  such 
facility  for  any  fiscal  year  that  is  less  than  the  otherwise  applicable 
amount  that  would  be  allowed  for  Medicare  in  the  private  sector. 
The  reimbursement  payments  would  be  credited  to  the  medical 
center  providing  the  care  and  services. 

6.  Require  that  Medicare-eligible  persons  receiving  care  or  serv- 
ices from  the  VA  under  the  demonstration  project  shall  not  be 
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liable  for  payment  of  any  coinsurance  or  deductible  under  the 
Social  Security  Act  with  respect  to  care  and  services  provided  as 
part  of  the  demonstration  project. 

7.  Permit  the  Secretary  to  waive  in  whole  or  in  part  any  finan- 
cial liability  veterans  in  the  non-mandatory  care  category  might 
incur  while  participating  in  the  demonstration  project. 

8.  Require  the  Secretary  of  Veterans  Affairs,  in  consultation  with 
the  Secretary  of  Health  and  Human  Services,  to  establish  mecha- 
nisms to  evaluate  the  impact  and  cost-effectiveness  of  the  demon- 
stration project  and  the  satisfaction  of  patients  served. 

9.  Provide  that  not  later  than  March  1,  1993,  the  Secretary  of 
Veterans  Affairs,  after  consultation  with  the  Secretary  of  Health 
and  Human  Services,  shall  submit  a  report  to  the  Committees  on 
Veterans  Affairs  of  the  House  and  Senate  a  report  setting  forth  (1( 
the  methodology  which  the  Secretary  plans  to  employ  to  carry  out 
the  evaluation  of  the  project,  and  (2)  the  projected  costs  of  conduct- 
ing such  an  evaluation. 

10.  Require,  not  later  than  March  1,  1995,  that  the  Secretaries 
submit  a  joint  report  to  the  Congress  describing  the  findings  of  the 
evaluation.  The  report  must  include  an  assessment  of  (A)  the  cost- 
impact  and  savings  to  the  Health  Care  Financing  Administration 
and  (B)  the  extent  of  care  and  services  provided  to,  and  the  level  of 
satisfaction  experienced  by,  the  patients  served. 

Background  and  Discussion 

It  has  become  increasingly  apparent  that  VA  hospitals  across  the 
country  are  struggling  financially  under  the  pressure  of  budgets 
which  fail  to  keep  pace  with  medical  inflation.  The  Committee's 
surveys,  site  visits,  and  hearing  testimony  document  the  problem. 
While  VA  is  required  to  provide  services  to  the  service-connected 
and  the  poor,  the  large  group  of  middle-income  veterans  who  are 
simply  eligible  for  VA  care  have  effectively  been  locked  out  of  the 
system. 

Ironically,  of  those  veterans  who  do  meet  the  income  tests  or  are 
otherwise  categorically  eligible  for,  and  receive,  VA  care,  some  JfO 
percent  are  65  years  of  age  or  older;  of  that  number,  almost  80  per- 
cent have  Medicare-coverage.  Under  current  law.  Medicare  is 
barred  from  paying  for  care  in  a  VA  facility.  That  limitation  dates 
back  to  a  period  when  VA  funding  levels  permitted  the  agency  to 
provide  medical  care  to  most  veterans  who  sought  it.  Today  VA  is 
turning  away  veterans  for  lack  of  resources  to  treat  them.  This 
problem  has  been  chronic,  and  years  of  essentially  straight-line 
funding  levels  have  increasingly  provoked  calls  to  revisit  the  limi- 
tation on  Medicare  reimbursing  VA  for  care  provided  Medicare-eli- 
gible veterans.  Those  calls  have  gained  added  force  with  their  en- 
dorsement last  year  by  the  Secretary  of  Veterans  Affairs'  Commis- 
sion on  the  Future  Structure  of  VA  Health  Care.  This  Committee 
cannot  ignore  the  fact  that  Congress  is  permitting  a  discretionary 
benefit  program  to  subsidize  an  entitlement  program,  financed  in 
part  by  its  enrollees'  payments  over  the  years. 

Among  the  middle-income  veterans  who  have  been  locked  out  of 
access  to  VA  health  care,  the  military  retiree  is  particularly  hard- 
hit.  The  retiree  has  dual  eligibility  at  VA  and  Dot)  facilities,  but  in 
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both  cases  the  care  is  on  a  space-available  basis.  Where  care  is  not 
available  at  a  military  treatment  facility,  the  retiree  may  be  fur- 
nished care  in  the  community  under  CHAMPUS  or,  for  those  over 
the  age  of  65,  under  Medicare.  In  seeking  care  in  the  community, 
military  families  have  seen  CHAMPUS  deductibles  triple.  Those 
over  65  lose  CHAMPUS  eligibility  altogether. 

The  slated  closure  of  military  treatment  facilities  under  the  De- 
fense Authorization  Amendments  and  Base  Closure  and  Realign- 
ment Act  (Public  Law  100-526)  further  aggravates  the  problem. 
The  Act  provides  a  challenge  not  only  to  those  in  the  Defense  De- 
partment charged  with  managing  the  care  of  entitled  beneficiaries 
but  to  other  Departments  of  government  as  well.  It  creates  at  least 
two  challenges.  One  is  to  assure  that  avenues  for  quality  health 
care  are  open  to  those  who  depended  on  facilities  which  soon  will 
be  closed.  But  it  also  challenges  the  Government  to  contain  the 
cost  of  that  care.  VA  can  play  a  role  in  responding  to  both  those 
challenges. 

VA  facilities  can  play  a  role  in  providing  services  to  CHAMPUS 
beneficiaries  under  the  expanded  VA/DOD  sharing  provisions  of 
H.R.  5193  which  the  Committee  ordered  reported  on  May  28,  1992. 
But  there  are  still  broader  opportunities  which  can,  and  should,  be 
tested.  These  opportunities  arise  in  situations  where  a  VA  facility 
could  expand  its  capacity  to  serve  persons  who  are  eligible  for  Gov- 
ernment-sponsored care  under  Medicare  and  VA,  but  who  would 
not  otherwise  have  priority  for  VA  care.  In  communities  where 
bases  are  closing,  for  example.  Medicare-covered  military  retirees 
and  their  dependents  could  in  many  cases  benefit  from  access  to 
those  VA  services  that  can  be  shared  consistent  with  priorities  af- 
forded veterans  under  law.  Upon  reaching  age  65,  the  military  re- 
tiree generally  loses  CHAMPUS  coverage.  Like  any  other  veteran, 
if  a  retiree's  income  exceeds  the  modest  thresholds  set  in  title  38, 
the  individual  has  virtually  no  access  to  VA  care.  But  rather  than 
throw  large  numbers  who  had  been  served  by  a  closing  military 
treatment  facility  onto  what  may  be  an  overextended  civilian  medi- 
cal community,  it  makes  sense  to  explore  the  opportunity  to  let  VA 
help  out  and  at  the  same  time  increase  its  operating  efficiency.  It 
is  entirely  feasible  to  have  VA  play  such  a  role. 

The  Committee  believes  that  enabling  VA  to  do  so  under  a  limit- 
ed pilot  program  would  provide  a  means  for  the  Department  to 
benefit  its  primary  patients  as  well.  Such  benefits  would  be  real- 
ized, in  the  Committee's  view,  by  enabling  a  handful  of  its  medical 
facilities  that  participate  in  the  pilot  program  to  receive  Medicare 
reimbursement  for  care  provided  to  Medicare  beneficiaries  covered 
under  the  bill. 

The  bill  calls  for  VA  to  conduct  such  a  demonstration  project 
through  September  30,  1995,  at  from  three  to  seven  VA  health  care 
facilities.  The  selection  of  those  facilities  is,  of  course,  critical  to  the 
success  of  the  project.  The  bill  requires,  accordingly,  that  demon- 
stration sites  must  not  only  be  located  in  reasonable  proximity  to  a 
Department  of  Defense  medical  facility  slated  for  closure  (so  as  to 
be  able  to  serve  persons  who  had  looked  to  that  facility  for  health 
care  services),  but  must  have  the  capacity  to  expand  services  to 
serve  additional  beneficiaries.  In  directing  the  Secretary  to  include 
as  demonstration  sites  facilities  in  locations  where  the  Secretary 
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has  opened  satellite  outpatient  clinics  within  the  last  five  years, 
the  Committee  directs  the  Department's  attention  to  the  anticipat- 
ed closure  of  Bergstrom  and  Carswell  Air  Force  Bases  as  good  ex- 
amples. The  Committee  has  determined  that  the  VA  facilities 
which  serve  those  areas  have  the  requisite  capability  to  expand 
services,  as  contemplated  by  the  bill.  There  may  be  others.  The 
VA's  Austin,  Texas  satellite  outpatient  clinic,  for  example,  has  the 
capability  to  expand  the  space  it  occupies  by  25  percent  and  to 
extend  its  work  hours.  The  new  outpatient  clinic  at  Fort  Worth  is 
not  fully  staffed  and  could  be  expanded  to  care  for  a  number  of 
military  retirees  and  other  veterans  in  the  com-munity. 

The  bill  reflects  a  belief  that  VA  can  provide  care  in  a  cost-effec- 
tive manner,  and  that  a  mutually  satisfactory  reimbursement  for- 
mula (to  include  payments  under  Medicare  Part  B)  can  be  negotiat- 
ed by  officials  of  the  Health  Care  Financing  Administration 
(HCFA)  and  the  Veterans  Health  Administration  to  arrive  at  rates 
lower  than  would  otherwise  be  allowed  under  Medicare.  Thus,  the 
bill  would  enable  VA  and  HCFA  to  demonstrate  that  it  is  possible, 
through  a  cooperative  effort,  to  achieve  savings  to  Medicare.  At  the 
same  time,  the  demonstration  would  provide  valuable  data  for  con- 
sideration of  possible  changes  in  Medicare  policy  vis-a-vis  the  VA 
health  care  system  in  the  future. 

There  does  exist  precedent  in  law,  38  U.S.C.  section  8153,  for  VA 
to  be  reimbursed  under  the  Medicare  program  for  care  furnished  to 
persons  entitled  to  benefits  under  title  XVIII  of  the  Social  Security 
Act.  In  fact,  that  authority  was  the  basis  for  officials  of  the  VA  and 
the  Department  of  Health  and  Human  Services  to  plan  and  pre- 
pare to  launch  this  year  a  rural  health  care  pilot  initiative  with 
initial  sites  in  Tuskegee,  Alabama  and  Salem,  Virginia.  Although 
that  initiative  was  withdrawn  by  the  Secretary  of  Veterans  Affairs, 
officials  of  the  respective  Departments  reportedly  satisfied  or 
reached  agreement  in  principle  on  the  mechanisms  for  assuring 
the  quality  of  VA  care,  the  effectiveness  of  its  utilization  review, 
and  a  satisfactory  reimbursement  methodology. 

H.R.  5263,  like  section  8153,  reflects  a  recognition  that  VA  medi- 
cal facilities  differ  in  many  important  respects  from  hospitals  oper- 
ating in  the  private  sector,  and  that  accommodation  must  be  made 
for  those  differences  in  structuring  arrangements  for  Medicare  re- 
imbursement, particularly  for  purposes  of  a  very  limited  demon- 
stration project.  VA  does  not,  for  example,  employ  a  cost-account- 
ing system  or  have  the  capability,  accordingly,  of  developing  the 
kind  of  cost-based  financial  reports  otherwise  required  for  Medicare 
reimbursement.  As  Federal  facilities,  VA  hospitals  do  not  seek 
State  licensure  and  are  not  State-licensed.  As  a  national  system, 
the  VA  employs  physicians  who  must  have  a  valid  State  license  to 
practice,  but  who  are  not  limited  to  practicing  in  a  VA  hospital  in 
the  particular  State(s)  in  which  licensed. 

In  light  of  these  and  other  substantial  differences  between  VA 
requirements,  on  the  one  hand,  and  conditions  and  limitations  ap- 
plicable to  Medicare  Parts  A  and  B,  the  bill  proceeds  from  the 
premise  that  it  is  neither  appropriate  nor  desirable,  from  the 
standpoint  of  a  small  pilot  program,  to  impose  the  conditions  and 
limitations  of  the  Medicare  program  on  participating  VA  hospitals. 
This  concern  is  all  the  more  compelling  in  the  face  of  the  impend- 
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ing  closure  of  military  medical  facilities,  and  the  role  the  Commit- 
tee believes  participating  VA  medical  facilities  can  play  to  assist 
those  displaced  by  base  closures.  The  Committee  seeks  to  avoid  a 
situation  where  differences  between  VA  and  HCFA  requirements 
become  a  barrier  to  realizing  the  goals  this  bill  seeks  to  realize.  To 
the  extent  that  differences  between  the  the  VA  and  Medicare  sys- 
tems are  substantial  and  material,  the  Committee  believes  they 
must  be  taken  into  account  at  the  evaluation  stage  of  this  effort, 
rather  than  be  permitted  to  impede  implementation  of  this  test. 

Finally,  the  reported  bill  includes  a  provision  under  which  par- 
ticipants in  the  demonstration  project  would  incur  no  liability  for 
Medicare  coinsurance  and  deductible  payments.  The  measure 
would  also  permit  (but  not  require)  the  Secretary,  in  the  case  of 
those  higher-income  veterans  receiving  care  under  the  project,  to 
waive  all  or  part  of  the  otherwise  applicable  copayments  and  de- 
ductibles under  sections  1710(f)  and  1712(f)  of  title  38,  U.S.  Code. 
The  Committee,  in  developing  H.R.  5263,  acted  on  a  belief  that  VA- 
furnished  care  is  delivered  at  less  cost  than  care  in  the  non-Federal 
sector,  and  that  Medicare  reimbursement  to  VA  at  a  negotiated 
rate  below  otherwise  applicable  Medicare  reimbursement  would 
result  in  some  savings.  H.R.  5263  would  provide  an  opportunity  to 
test  this  thesis.  To  conduct  an  effective  test,  however,  a  sufficient 
number  of  patients  must  participate  to  provide  a  basis  for  evalua- 
tion. The  Committee  viewed  the  waiver  of  otherwise  applicable 
cost-sharing  burdens  as  a  means  to  induce  participation,  particular- 
ly on  the  part  of  those  who  have  previously  been  unable  to  access 
VA  care  and  for  whom  reports  of  waiting  times  or  perceptions  of 
other  inconvenience  may  otherwise  be  a  disincentive  to  participa- 
tion. In  light  of  its  belief  that  VA-provided  care  could  save  Federal 
dollars,  the  Committee  viewed  the  proposed  waiver  provisions  as 
fostering  broad  policy  goals. 

In  like  manner,  the  House  Committee  on  Armed  Services  in  H.R. 
5006,  the  National  Defense  Authorization  Act  for  Fiscal  Year  1993, 
would  direct  the  Secretary  of  Defense  **to  provide  positive  incen- 
tives ...  to  beneficiaries  ...  to  enroll  in  the  Coordinated  Care  Pro- 
gram. Examples  of  positive  incentives  would  include  a  reduction  in 
CHAMPUS  deductible  and  copayment  .  .  r  (Report  102-527,  p.  250- 
1). 

The  Committee  notes,  accordingly,  the  irony  in  objections  to 
these  provisions  raised  by  the  Secretary  of  Veterans  Affairs.  In  op- 
posing those  provisions  in  a  May  28,  1992  report  to  the  Chairman, 
the  Secretary  stated  that  removing  such  copayments  * 'would  not  be 
sound  health  care  policy  and  would  create  undesirable  incentives, 
such  as  encouraging  Medicare-eligible  .  .  .  beneficiaries  to  visit  the 
demonstration  sites  .  .  As  noted  above,  the  Committee  included 
such  provisions  precisely  to  achieve  that  goal.  The  Committee  dis- 
agrees with  the  Secretary,  however,  that  that  goal  represents  bad 
policy.  As  the  Armed  Services  Committee  recognizes,  there  can  be 
a  fine  line  between  encouraging  participation  in  a  health  care  plan 
and  unnecessarily  raising  costs.  The  provisions  of  H.R.  5263— -which 
make  no  promise  of  comprehensive  care  to  project  participants, 
and  indeed  subordinate  their  priority  to  that  of  service-connected 
and  lower  income  veterans — cannot  reasonably  be  said  to  stimulate 


unnecessary  health  care  utilization.  If  VA  care  is  indeed  less  costly, 
as  we  believe,  its  impact  should  be  to  save  rather  than  raise  costs. 

The  Committee  does  not  minimize  the  potential  difficulty  of  eval- 
uating this  project,  particularly  given  the  differences  between  VA's 
accounting  system  and  the  cost  accounting  employed  by  Medicare 
providers.  However  to  signal  the  importance  the  Committee  at- 
taches to  the  conduct  of  this  evaluation  and  to  assure  that  it  re- 
ceive appropriate  attention  before  the  facilities  begin  providing 
care  under  the  demonstration  project,  the  bill  requires  that  the 
Secretary  provide  a  report  to  Congress  on  this  subject.  Specifically, 
it  calls  for  VA  to  report  by  March  1,  1993  on  the  methodology  by 
which  the  Secretary  would  carry  out  the  evaluation  and  the  pro- 
jected costs  of  conducting  it.  In  adding  this  requirement,  the  Com- 
mittee expects  that  early  consideration  of  these  issues  would 
permit  VA  to  budget  for  this  effort,  as  needed. 

Section-By-Section  Analysis,  H.R.  5263 

Section  1(a). — Section  1(a)  would  require  the  Department  of  Vet- 
erans Affairs  (VA),  during  the  period  through  September  30,  1995, 
to  conduct  a  demonstration  project  to  test  its  capability  to  provide 
cost-effective  health  care  to  persons  who  (1)  are  eligible  for  care 
under  both  the  Medicare  program  and  the  health-care  programs  of 
either  VA  or  the  Department  of  Defense  and  (2)  who  are  generally 
not  able  to  gain  access  for  needed  care  under  the  health-care  pro- 
grams of  the  Department  of  Defense  or  the  Department  of  Veter- 
ans Affairs  because  of  the  relatively  low  priority  of  treatment  of 
non-service-connected  diseases  or  disabilities  of  such  persons  under 
the  applicable  program  or  programs. 

Section  1(h). — Section  1(b)  would  authorize  the  Secretary  to  pro- 
vide to  persons  described  in  subsection  (a)  such  services  as  the  Sec- 
retary determines  appropriate  and  feasible. 

Section  1(c). — Section  1(c)  would  provide  that,  in  establishing  the 
number  of  participants  in  the  demonstration  project  at  any  facility 
and  the  nature  of  the  services  to  be  provided  to  the  participants, 
the  Secretary  (1)  shall  establish  mechanisms  to  assure  that  care  is 
not  provided  to  such  participants  in  a  manner  inconsistent  with 
statutory  priorities  under  title  38,  United  States  Code  and  (2)  shall 
assure  reasonable  access  to  care  to  a  sufficient  number  of  persons 
described  in  subsection  (a)  to  enable  the  Secretary  to  carry  out  the 
study  required  by  section  6. 

Section  2(a). — Section  2(a)  would  require  the  Secretary  to  carry 
out  the  demonstration  project  at  a  minimum  of  three  and  a  maxi- 
mum of  seven  health-care  facilities  of  the  VA. 

Section  2(b). — Section  2(b)  would  require  that,  in  order  for  a  facil- 
ity to  be  a  site  for  participation  in  the  demonstration  project,  the 
facility  (1)  must  be  in  the  same  geographic  region  as  a  Department 
of  Defense  medical  facility  scheduled  for  closure  (or  that  has  been 
closed)  pursuant  to  title  II  of  the  Defense  Authorization  Amend- 
ments and  Base  Closure  and  Realignment  Act  (Public  Law  100-526); 
(2)  must  have  the  capacity  to  expand  the  services  provided  at  the 
facility  to  serve  additional  beneficiaries;  and  (3)  must  be  accredited 
by  the  Joint  Commission  on  the  Accreditation  of  Healthcare  Orga- 
nizations. 
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Section  2(c). — Section  2(c)  would  provide  that  in  selecting  medical 
facilities  to  participate  in  the  demonstration  project,  the  Secretary 
shall  (1)  select  a  least  two  facilities  in  geographic  locations  where 
the  Secretary  (A)  operates  a  medical  center  in  reasonable  proximi- 
ty to  a  Department  of  Defense  medical  facility  that  is  scheduled  for 
closure  (or  that  has  been  closed),  and  (B)  has  within  five  years 
before  the  date  of  the  enactment  of  this  Act  opened  an  outpatient 
clinic  under  the  direction  of  the  director  of  such  medical  center; 
and  (2)  select  at  least  one  facility  in  a  State  in  which  care  to  benefi- 
ciaries under  the  Civilian  Health  and  Medical  Program  of  the  Uni- 
formed Services  (CHAMPUS)  is  provided  through  the  CHAMPUS 
Reform  Initiative. 

Section  3. — Section  3  would  require  that  the  Secretary  consult 
with  the  veterans  service  organizations  and  the  Committees  on 
Veterans  Affairs  of  the  House  and  Senate  in  designing  and  carry- 
ing out  the  demonstration  project. 

Section  k(a). — Section  4(a)  would  provide  that  a  medical  facility 
selected  by  the  Secretary  of  Veterans  Affairs  shall  be  deemed  for 
the  purposes  of  this  Act  to  be  a  medicare  participating  provider 
and  when  such  a  medical  facility  provides  hospital  care  or  medical 
services  covered  under  title  XVIII  of  the  Social  Security  Act  to  a 
person  described  in  section  1,  amounts  for  such  care  or  services 
shall  be  paid  to  the  Secretary  as  a  medicare  participating  provider, 
but  in  accordance  with  rates  set  under  subsection  (b).  Such  pay- 
ments would  be  credited  to  the  current  medical  care  appropriation 
of  the  Department  and  to  funds  allotted  to  the  facility  that  provid- 
ed the  care  or  services. 

Section  4(b). — Section  4(b)  would  provide  that  reimbursement  for 
hospital  care  and  medical  services  provided  under  this  Act  shall  be 
based  on  a  methodology  agreed  to  by  the  Secretary  of  Veterans  Af- 
fairs and  the  Secretary  of  Health  and  Human  Services  and  which 
provides  (1)  appropriate  flexibility  to  the  directors  of  the  participat- 
ing medical  facilities  to  take  into  account  local  conditions,  needs, 
actual  costs,  and  (2)  an  overall  reimbursement  to  each  such  facility 
that  is  less  than  the  otherwise  applicable  amount  that  would  be  al- 
lowed under  Medicare. 

Section  5. — Section  5  would  provide  that  (1)  a  person  described  in 
subsection  (a)  who  received  care  under  the  demonstration  project 
shall  not  be  liable  for  payment  of  any  coinsurance  or  deductible 
under  title  XVIII  of  the  Social  Security  Act  with  respect  to  the 
care  provided;  and  (2)  the  Secretary  may  waive  in  whole  or  in  part 
any  financial  liability  a  veteran  described  in  section  1  would  other- 
wise incur  under  sections  1710(f)  and  1712(f)  of  title  38,  United 
States  Code,  with  respect  to  care  provided  under  the  demonstration 
project. 

Section  6(a). — Section  6(a)  would  require  the  Secretary  of  Veter- 
ans Affairs,  in  consultation  with  the  Secretary  of  Health  and 
Human  Services,  to  establish  mechanisms  to  evaluate  the  impact, 
cost-effectiveness,  and  the  satisfaction  of  patients  served  under  the 
demonstration  project. 

Section  6(h). — Section  6(b)  would  require  VA  by  March  1,  1993,  to 
submit  to  the  Committees  on  Veterans  Affairs  a  report  describing 
(1)  the  methodology  which  the  Secretary  plans  to  employ  to  carry 
out  the  evaluation  required  by  subsection  (a),  and  (2)  the  projected 
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costs  of  conducting  such  an  evaluation.  Subsection  6(b)  would  also 
require  that,  not  later  than  March  1,  1995,  the  Secretaries  submit 
to  the  Congress  a  joint  report  describing  the  findings  of  the  evalua- 
tion conducted  under  subsection  (a).  The  report  is  to  include  an  as- 
sessment of  (A)  the  cost-impact  and  savings  to  the  Health  Care  Fi- 
nancing Administration  associated  with  care  furnished  to  persons 
described  under  subsection  (a)  under  the  demonstration  project, 
and  (B)  the  extent  of  care  and  services  provided  to,  and  the  level  of 
satisfaction  experienced  by,  the  patients  served. 

Oversight  Findings 

No  oversight  findings  pertaining  to  the  subject  of  this  bill  have 
been  submitted  to  the  Committee  by  the  Commitee  on  Government 
Operations 

Congressional  Budget  Office  Cost  Estimate 

The  following  letter  was  received  from  the  Congressional  Budget 
Office  concerning  the  cost  of  H.R.  5263: 

Congressional  Budget  Office, 

U.S.  Congress, 
Washington,  DC,  June  3,  1992. 

Hon.  G.V.  Montgomery, 

Chairman,  Committee  on  Veterans' Affairs, 

Washington,  DC 

Dear  Mr.  Chairman:  The  Congressional  Budget  Office  has  re- 
viewed H.R.  5263,  a  bill  to  authorize  the  Department  of  Veterans' 
Affairs  (VA)  to  conduct  a  demonstration  project  of  providing  care 
in  VA  medical  facilities  to  certain  Medicare  eligibles  who  currently 
have  limited  eligibility  for  care  from  VA  or  the  Department  of  De- 
fense (DOD).  This  bill  was  ordered  reported  by  the  House  Commit- 
tee on  Veterans'  Affairs  on  May  28,  1992.  H.R.  5263  would  affect 
direct  spending  in  several  ways  and,  therefore,  would  be  subject  to 
pay-as-you-go  procedures.  None  of  these  effects,  however,  is  expect- 
ed to  increase  or  decrease  direct  spending  by  as  much  as  $500,000. 
The  estimate  required  under  clause  8  of  House  Rule  XXI  is  at- 
tached. No  costs  would  be  incurred  by  state  or  local  governments 
as  a  result  of  this  bill. 

This  demonstration  project  would  allow  VA  to  treat  certain  indi- 
viduals who  are  eligible  for  care  both  from  the  Medicare  program 
and  from  either  VA  or  DOD.  Project  participants  would  be  individ- 
uals who  are  not  currently  receiving  care  from  either  VA  or  DOD, 
because  their  eligibility  category  has  too  low  a  priority  to  afford 
them  access  to  the  nearest  VA  or  DOD  facility  ^,  or,  in  the  case  of 
DOD  eligibles,  because  they  do  not  live  near  a  DOD  facility.  VA 
would  be  authorized  to  bill  Medicare  for  the  care  provided  to  par- 
ticipants in  the  demonstration  project  in  accordance  with  a  reim- 


^  Both  VA  and  DOD  ration  limited  medical  resources  by  assigning  priority  levels  to  different 
categories  of  eligibles.  For  example,  in  VA  facilities  veterans  seeking  care  for  service-connected 
disabilities  have  the  highest  priority  for  care.  High  priorities  are  also  assigned  to  former  prison- 
ers of  war  and  poor  veterans,  among  others.  In  DOD  facilities,  on  the  other  hand,  active  duty 
servicemembers  are  assigned  top  priority. 
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bursement  methodology  that  would  be  determined  by  the  VA  and 
the  Department  of  Health  and  Human  Services. 

To  the  extent  that  the  health  care  received  in  VA  facilities  by 
project  participants  would  substitute  for  care  that  would  otherwise 
have  been  received  from  private  providers  with  Medicare  reim- 
bursement, the  net  budgetary  impact  on  the  Hospital  Insurance 
Trust  Fund  and  on  the  VA's  Medical  Care  account  would  be  zero. 
Nonetheless,  the  bill  would  waive  all  Medicare  copayments  and  de- 
ductibles for  project  participants,  which  could  increase  the  rate  at 
which  participants  use  medical  services.  On  the  other  hand,  the 
rate  at  which  Medicare  would  reimburse  VA  is  required  by  the  bill 
to  be  lower  than  Medicare's  normal  reimbursement  rate.  Because 
these  two  factors  would  have  offsetting  effects  on  Medicare  costs, 
and  because  it  is  expected  that  the  demonstration  project  would 
have  fewer  than  1,000  participants,  it  is  anticipated  that  the  net 
impact  of  H.R.  5263  on  Medicare  spending  would  be  negligible. 

If  you  would  like  further  details  on  this  estimate,  we  will  be 
pleased  to  provide  them.  The  CBO  staff  contact  is  K.  W.  Shepherd, 
who  can  be  reached  at  226-2840. 
Sincerely, 

Robert  D.  Reischauer, 

Director. 


CONGRESSIONAL  BUDGET  OFFICE  ESTIMATE  ^ 

The  applicable  cost  estimate  of  this  Act  for  all  purposes  of  sec- 
tions 252  and  253  of  the  Balanced  Budget  and  Emergency  Deficit 
Control  Act  of  1985  shall  be  as  follows: 


[By  fiscal  years,  in  millions  of  dollars] 

1992       1993       1994  1995 


Change  in  Outlays   q        *        *  * 

Change  in  Receipts   Not  applicable 

*  Less  than  $500,000. 

1  An  estimate  of  H.R.  5263,  a  bill  to  authorize  a  demonstration  project  under  which  the  VA  would  provide  care  to  certain  Medicare  eligibles,  as 
ordered  reported  by  the  House  Committee  on  Veterans'  Affairs  on  May  28,  1992.  This  estimate  was  transmitted  by  the  Congressional  Budget  Office 
on  June  3,  1992. 

Inflationary  Impact  Statement 

The  reported  bill  would  have  no  inflationary  impact. 

Department  Views 

The  following  letter  was  received  from  the  Department  of  Veter- 
ans Affairs  on  the  reported  bill: 
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Department  of  Veterans  Affairs, 
The  Secretary  of  Veterans  Affairs, 

Washington,  DQ  May  28,  1992. 

Hon.  G.V.  Montgomery, 

Chairman,  Committee  on  Veterans'  Affairs, 

House  of  Representatives,  Washington,  DC. 

Dear  Mr.  Chairman:  There  is  transmitted  herewith,  a  bill  report 
on  H.R.  5263  "To  authorize  the  Secretary  of  Veterans  Affairs  to 
conduct  a  demonstration  project  to  determine  the  cost-effectiveness 
of  certain  health-care  authorities." 

H.R.  5263  would  require  VA  to  establish  a  three-year  pilot  pro- 
gram under  which  VA,  in  three  to  seven  locations,  would  provide 
care  to  military  beneficiaries  who  are  also  eligible  for  Medicare 
benefits.  The  Department  would  obtain  reimbursement  from  Medi- 
care for  the  services  rendered.  The  bill  would  also  authorize  VA  to 
provide  care  at  these  locations  to  Medicare-eligible  veterans  and 
CHAMPVA  beneficiaries  who  would  not  otherwise  receive  care 
from  VA  due  to  their  low  priority.  The  bill  would  require  that  VA 
provide  these  services  in  return  for  payment  from  Medicare  at 
overall  rates  which  are  less  than  the  otherwise  applicable  Medicare 
reimbursement  rates.  Finally,  notwithstanding  any  other  provision 
or  law,  the  bill  would  deem  pilot  VA  facilities  as  Medicare  partici- 
pating providers. 

The  Administration  has  objected  to  similar  proposals  in  the  past 
because  of  the  serious  issues  and  implications  such  proposals  raise. 

For  example,  the  bill  could  create  false  expectations  on  the  part 
of  those  military  beneficiaries  who  will  be  affected  by  DOD  base 
closures.  If  the  bill  were  enacted,  we  would  have  to  implement  it 
on  a  very  limited  basis.  We  could  not  open  an  entire  VA  facility  to 
provide  care  to  these  beneficiaries.  Rather,  we  would  provide  access 
to  additional  beneficiaries  only  where  VA  has  existing  capacity  or 
could  readily  expand  existing  facilities  to  serve  additional  benefici- 
aries. In  addition,  before  we  could  care  for  dependents  of  military 
retirees,  we  would  ensure  that  all  eligible  veterans  have  access  to 
the  services  to  be  provided. 

The  bill  would  effectively  recognize  VA  medical  facilities  as  Med- 
icare participating  providers,  but  would  not  subject  them  to  utiliza- 
tion and  quality  oversight  that  is  required  under  the  Social  Securi- 
ty Act. 

Furthermore,  it  is  not  readily  apparent  which  group  of  veterans 
this  bill  is  designed  to  benefit.  We  currently  care  for  virtually  all 
service-connected  and  lower  income  veterans  who  seek  care  at  our 
facilities.  Nonservice-connected  higher  income  veterans  can,  for  the 
most  part,  afford  the  deductibles  and  copayments  under  the  Medi- 
care program.  Therefore,  they  already  have  access  to  a  wide  range 
of  health  care  providers. 

In  addition,  the  bill  would  waive  the  Medicare  copayments  and 
deductibles  for  veterans  and  DOD  beneficiaries  who  receive  care 
under  the  demonstration  project.  The  bill  would  also  permit  VA  to 
waive  VA  copayments.  We  oppose  waiving  copayments.  It  is  widely 
recognized  in  the  health  care  community  that  copayments  provide 
appropriate  incentives  to  health  care  users.  Removing  such  copay- 
ments would  not  be  sound  health  care  policy  and  would  create  un- 
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desirable  incentives,  such  as  encouraging  Medicare-eligible  veter- 
ans and  Medicare-eligible  CHAMPVA  beneficiaries  to  visit  the 
demonstration  sites  even  if  another  VA  facility  would  be  closer. 

Finally,  we  believe  that  H.R.  5263  has  potential  pay-as-you-go 
(PAYGO)  implications  in  the  Medicare  program.  PAYGO  estimates 
for  this  bill  are  currently  being  developed. 

For  these  reasons,  we  strongly  oppose  enactment  of  H.R.  5263. 

The  Office  of  Management  and  Budget  advises  that  there  is  no 
objection  from  the  standpoint  of  the  Administration's  program  to 
the  submission  of  this  report  on  H.R.  5263  to  the  Congress 
Sincerely, 

Edward  J.  Derwinski. 
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